
COMMONWEALTH OF KENTUCKY 

REFORE THE PUBLIC SERVICE COMMISSION 

111 thrr Mntter of I 

THE APPLICATION OF RARNESBURQ ) 
WATER ASSOCIATION, INC., OF 1 
PULASKI COUNTY, KENTUCKY, FOR ) 
ORDER APPROVINQ CONSTRUCTION 1 CASE NO. 94-495 
FINANCINQ. CERTIFICATE OF PUBLIC ) 
CONVENIENCE AND NECESSITY, AND 1 
INCREASED RATES I 

ORDER 

On Docember 8 ,  1994, Barnesburg Water Association, Inc. 

(llRarnooburg'l) oubmitted to the Cornmisflion an application for a 

Cnrtlficota of Public Convenience and Necessity to undertake a 

$1,206,800 waterworks construction project, for approval of its 

financing plan for this project, and for approval of increasod 

wator raton, Thio project would extend Barnesburg's present 

watorworkn nyntem in rural Pulaflki County. Project funding 

includoo a loan not to excoed $415,100 from Farmers Home 

Adminiotration, now known afl Rural Economic and Community 

Dovolopmont Services ("RECD") 1 a Rural Development Administration 

("RDA") grant of $ 5 0 1 , 8 0 O i  an Appalachian Regional Commloslon 

(1"7C11) grant of $250,0OOr and $40,000 in Barneeburg funds. 

Barneoburg'o application was made pursuant to the provisiono 

of KRS 278.023, which applies to any construction project 

undortnkon by R wntor aflsociation, commission, district, or 

combined water, gee or newer district which is financed in whole or 

In port under tho tcrmo of an agreement between the water utility 

and tha U . B .  Department of Agriculture or the U.B. Department of 
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ICRR '?a, 361 (1) establishea a statutory basis for inergor and 
0et.s forth the purposes of merger. 

'rlie qonera l  aaaemb1.y of the Commonwealth of Kontucky 
determines as a legislative finding of fact thnt 
reduction of the number of operating water diotricto i n  
the Commonwealth will be in the public interest, in that 
mergers of such districts will tend to eliminate wastaful 
duplication of costs and efforto, result i n  a soundar nnd 
more businesslike degree of management, and ultimntoly 
result i n  greater economies, less cost, and n highor 
degree of service to the general public! arid that tho 
pub1i.c policy favors the merger of water diotricto 
wherever feasible. 

I(R8 74,361 (9) makes the statute applicable to water asoociationo no 

well. 

Prior to the Commission's February 22, 1988 Order, thoro woro 

nine water utilities serving Pulaski County. In the spirit of KRS 

74,361 (1) and i n  accordance with KRS 74.361 (21, the Cornrniouion 

eatablished a proceeding on July 21, 1987, regarding tho rnergor of 

these utilities. Following a feasibility study by Commiooion otaff 

and a public hearing, the Commission, convinced that consolidation 

offered the best means by which to provide for customer growth, to 

enhance economic development, and to provide oafe and dopandablo 

water for the citizens of the region, detarmined that throe of tho 

utilities ahould merge into a single district] four, including 

Barneeburg, should merge into a single association! one, duo to 

geographical separation and a distinct water supply, should not bo 

meryedl and one, having already applied to do so, should be allowed 

to transfer its system to a municipality. Case No. 9967 thuo 

attempted to reduce the number of water utilities in Pulaoki County 

from nins to four i n  compliance with KRS 74.361. 
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Due to t l i m  refunnl of ooveral of the utilitieo to comply with 

!.lie Fmbrri.iry 23, 1900 Order, the Commiooion filed a vorified 

Coinplaint in Franklin Circuit Court purouant to K R S  270.390 on 

Augunt 7, 1992 requeoting the Court to compo1 compliance. Thio 

cnne, 92-CI-01151, i o  otill pending. 

In nddition to providing a m e a m  for tho Commiooion to compel 

obediencm to ita lawful ordero through mandamuo, injunction, or 

other procemding i n  Franklin Circuit Court, KRS 278.390 otnteo 

that I 

Every order entered by the Commiooion ohall continue in 
force until the expiration of the time, if any, named by 
the Commiooion in the order, or until revoked or modified 
by the Commieoion, unleoo the order io ouopended, or 
vacated in whole or in part, by order or decree of a 
court of competent juriodiction. 

An tho final order in Caoe No. 9967 did not have an expiration 

date, han not been revoked or modified by the Commioeion, or has 

not boon nuopondod or vacated, it continues to be i n  force. 

By it0 rofuoal to comply with the Commioaion‘o Order i n  Caoe 

No. 9967, Barneoburg io not only failing to obey an order of the 

Camminoion, but io Sruotrating the furtherance of the legiolative 

intent bohind KRS 74.361 aa well. The general aooembly of the 

Commonwealth of Kentucky determined that public policy favoro the 

merger of woter aooociationo wherever feaoible. KRS 74.361 

authorizoo and ompowero the Commiooion, after a full feasibility 

inveotigation and a public hearing, to order the merger of water 

annociations. The Commiooion cannot accept Barneoburg’s 

application. Barnenburg ohould no longer exiot ao a eeparate 
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entity, but should have merged with Southeastern. Barnesburg 

cannot on ita own validly construct, borrow money, or raise rates. 

Should Barnesburg merge with Southeastern, the resulting entity 

could validly construct, borrow money, or raise rates to improve 

service in Barnesburg's former service territory. 

While KRS 278.023 requires the Commission to accept agreements 

involving federally financed construction projects and water 

utilities, Barnesburg ie not, due to a lawful order of the 

Commission, a utility. 

IT IS THEREFORE ORDERED that Barnesburg's application for a 

Certificate of Public Convenience and Necessity, for approval of 

its proposed financing plan, and for approval of increased wator 

rates is hereby rejected. 

Done at Frankfort, Kentucky, this 24th day of March, 1995. 

PUBLIC SERVICE CQMMISSIO 

ATTEST : 

Executive Director 


